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FEDERAL COMMUNICATIONS COMMISSION
OFFICE OF THE SECRETARY
In the Matter of )
Access Charge Reform ) CC Docket No. 96-262
)
COMMENTS OF

SOUTHWESTERN BELL TELEPHONE COMPANY
PACIFIC BELL AND NEVADA BELL

Southwestern Bell Telephone Company, Pacific Bell, and Nevada Bell, (collectively, “the
SBC Companies”) hereby respond to the Commission’s Further Notice of Proposed Rulemaking

as contained in its Access Reform First Report and Order in the above-referenced docket,

released May 16, 1997

L INTRODUCTION

In the Access Reform First Report and Order, the Commission modified the access rate
structure for the recovery of costs related to the local loop. One of these modifications was the
creation of the primary interexchange carrier charge (PICC). The PICC is applied to all end-user
common lines, and billed to the end user’s presubscribed interexchange carrier.” The Further
Notice of Proposed Rulemaking portion of the Access Reform First Report and Order recognized
that the increased subscriber line charges assessed to end users, combined with the newly created

PICCs, could encourage certain end users to migrate from the public switched network to special

' Access Charge Reform, First Report and Order, CC Docket No. 96-262, (FCC 97-158)
(released May 16, 1997) (Access Reform First Report and Order).

? Access Reform First Report and Order at para. 55. (
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access.” Thus, the Commission tentatively proposes that PICCs should be collected on special
access lines.

In the second portion of the Further Notice of Proposed Rulemaking, the Commission
states that the current allocation of GSF costs allows the recovery of regulated interstate access
charges costs associated with the LECs’ nonregulated billing and collection functions. The
Commission proposes two methods to remove general purpose computer equipment costs which
are used to provide nonregulated billing and collection services to IXCs from regulated access
charges. In the first, each price cap LEC would study the uses of the general purpose computer
assets recorded in Account 2124, and remove the costs attributable to nonregulated billing and
collection services, along with those recorded in Account 6124. In the second option, a general

expense allocator would be used to allocate the interstate portion of Account 2110 and Account

6120.

IL ASSESSMENT OF PICCs ON SPECIAL ACCESS LINES.

The SBC Companies oppose the Commission’s tentative conclusion that PICCs should be
assessed on special access lines to avoid potential migration away from the switched network.
Though we acknowledge that the Commission’s new access charge structure creates the incentive
to migrate traffic to special access lines, combating this problem by levying the PICC on special
access is arbitrary and creates more problems than it attempts to solve. The Commission is
concerned about switched traffic migrating to special to avoid PICCs, but the more obvious and

more significant problem lies in switched traffic migrating to even lower priced unbundled

* Access Reform First Report and Order at para. 402.
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network elements (UNEs) to avoid PICCs and all other access charges. If the Commission
overrides the SBC Companies’ position and mandates charging PICCs on special access, it should
extend this same logic by assessing PICCs (and all access charges, for that matter) on purchasers
of UNEs.

PICCs are designed to recover common line costs that have been intentionally allocated to
interstate switched access (specifically, in the past, to the carrier common line rate). In contrast,
market-driven special access prices recover the direct costs associated with providing special
access. Special access rates do not contain any allocation of common line costs. Therefore,
assessing PICCs on special access lines would be arbitrary. The Commission could just as
reasonably (or, in this case, unreasonably) assess PICCs on top of the trunk port charge paid by
transport users or other services that do not currently support common line costs.

In addition, assessing PICCs on special access lines cannot be relied upon as a dependable
means of recovery for legitimate common line costs. Special access is currently priced to the
market. Loading unrelated costs to special access rates and expecting their recovery is completely
unrealistic. The special access market simply will not support uneconomic cost recovery. To the
extent the Commission relies on PICCs to recover legitimate costs, introducing PICCs on special
access lines endangers that objective.

A flat rate PICC may appear to bring about a more economically efficient structure for
recovering common line costs. However, the Commission ignores two more important
considerations. First, the tiered PICC structure seeks revenue recovery from multiline business
users in excess of underlying cost while recovery from primary residential and single business

customers remains below underlying cost. Second, assessing PICCs on IXCs continues to
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contradict the principle of cost causality since underlying common line costs are attributable to
end users. Institutionalizing misdirected interstate common line cost recovery through the PICC
on switched access inevitably distorts purchasing decisions away from switched access and
toward special access. The more genuine remedy to correct this problem is not to assess PICCs
on special access, but rather to levy the PICC on the actual cost causers -- end users -- to the

degree that reflects underlying costs.

M. REALLOCATION OF GENERAL SUPPORT FACILITIES COSTS

The Access Reform First Report and Order asked for comments regarding the allocation
of investments and expenses associated with General Purpose Computers. The Order bases this
request on AT&T’s comments that allege that the use of the general purpose computers for billing
and collection (B&C) functions should be reflected in the allocation in FCC Part 69.
Nevertheless, this tired argument has been previously rejected by the Commission, and must again
be rejected here.

During the Conformance of Part 69 to the new separations rules associated with the
Uniform System of Accounts Rewrite (USOAR), AT&T raised this issue as part of a Petition for
Reconsideration.* AT&T complained that the allocator for general support facilities did not

allocate a “substantial” portion of the computer expense to the B&C category. AT&T also

complained about the B&C expense in accounts 6124 and 6724.°

* AT&T Petition for Reconsideration, filed October 27, 1987, CC Docket No. 87-113.

> To understand AT&T’s motives, it is necessary to point out that at the same time that
AT&T has complained about the allocation of expenses to the B&C category and complained
about the assignment of computer expense in accounts 6124 and 6724, it has been taking back the
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In April, 1990, the Commission issued a Notice of Proposed Rulemaking (NPRM) to
eliminate the accounts listed by AT&T.® The Commission closed this proceeding in 1996 without
making the proposed changes, determining that “the additional costs that this rulemaking would
place on carriers outweigh the benefits from improved accounting for computer costs. . . M

The Commission also correctly rejected AT&T’s PFR in 1988 because it “would
introduce additional complexity in order to solve a temporary problem of uncertain magnitude.”*
Likewise, any action now by the Commission to implement such a change would likely result in

the expedited takeback of billing by AT&T, unreasonably stranding the investment and expenses

for the LECs.?

B&C functions that it has contracted with the LECs to provide. AT&T clearly desires to shift
costs to the B&C category, where the services it purchases are already competitively priced,
(based on arms-length negotiation and contracts) and can be reduced and/or replaced by AT&T.

Clearly, AT&T has no intention of acquiescing to contract renegotiations that would increase the
contract price they pay for B&C services.

¢ Amendment of Part 32, Uniform System of Accounts for Telecommunications
Companies, to Revise the Accounting for General Purpose Computer and Information
Management Expense, CC Docket No. 90-215, 5 FCC Red 2565 (1990).

7 Amendment of Part 32, Uniform System of Accounts for Telecommunications
Companies, to Revise the Accounting for General Purpose Computer and Informatio
Management Expense, 11 FCC Rcd 14277 (1996), para. 1.

® Amendment of Part 69 of the Commission’s Rules and Regulations, Access Charges, to
Conform it With Part 36, Jurisdictional Separations Procedures, 4 FCC Rcd 765 (1988), para. 43.

® The Commission has recognized since 1986, when B&C services were detariffed, that
B&C is a competitive service subject to the market forces that control supply, demand and
alternatives. AT&T, MCI and Sprint account for the majority of LEC B&C services utilized by
the interexchange carriers. These same major IXCs also have their own internal billing systems
which they use for end user billing on a selective basis (and probably could use for all of their own

billing). In general, these systems provide for the billing of their large and medium size business
and selective residential and small business customers.
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Regardless of the history of this issue, the allocation of any of the subsections of Part 69
(or Part 36 for that matter) should not be addressed in isolation. The separations rules and access
cost allocation rules were developed as a comprehensive package to fulfill a specified set of policy
objectives. Any tinkering with individual issues is likely to skew the balance of these
comprehensive allocations and unintended consequences may result.

Any individual allocation can probably be argued not to be “cost causative”, although
most economists would probably agree that any cost allocation is arbitrary, including the
proposed change to the allocation of investments and expenses associated with general purpose
computers. Such manipulation is counter to the USOAR structure of cost allocation rules, which
generally provided for allocations at an aggregate Class B account level.

Another objective of these rules is to have any allocations result in minimal shifts between
the categories. This objective would also be harmed by the action proposed. Onlyin a
comprehensive review of all the cost allocations can a new balance be struck that has meaning and
purpose in the new regulatory environment.

For these reasons the AT&T proposal must again be rejected by the Commission as
“complicating a temporary problem of unknown magnitude.” In particular, Option 1 of the
FNPRM should be rejected as it imposes additional regulation and complexity with its use of a

special study, and Option 2 should be rejected as it would result in non-cost-causative allocations

of investment and expenses to the B&C categories.



Iv. CONCLUSION

For the foregoing reasons, the SBC Companies respectfully request that the Commission

adopt the recommendations contained herein.

(ﬁ}lly submltteg‘»? LZ/

ROBERT M. LYNCH
DURWARD D. DUPRE
THOMAS A. PAJDA

One Bell Center, Room 3520
St. Louis, Missouri 63101
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ATTORNEYS FOR
SOUTHWESTERN BELL TELEPHONE COMPANY

NANCY C. WOOLF

140 New Montgomery Street, Room 1523
San Francisco, California 94105
(415)542-7657
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AND NEVADA BELL

June 26, 1997
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SERVICES

RICHARD J METZGER
EMILY M WILLIAMS
1200 19TH STREET NW
SUITE 560
WASHINGTON DC 20036

SPECTRANET INTERNATIONAL INC

GLENN B MANISHIN

CHRISTINE A MAILLOUX

BLUMENFELD & COHEN - TECHNOLOGY LAW
GROUP

1615 M STREET NW SUITE 700

WASHINGTON DC 20036

MICHAEL T SKRIVAN

HARRIS SKRIVAN & ASSOCIATES LLC
8801 SOUTH YALE SUITE 220

TULSA OK 74137

PAMELA J RILEY

AIRTOUCH COMMUNICATIONS INC
ONE CALIFORNIA STREET 9TH FLOOR
SAN FRANCISCO CA 94111

CENTENNIAL CELLULAR CORPORATION
CHRISTOPHER W SAVAGE
COLE RAYWID & BRAVERMAN LLP

1919 PENNSYLVANIA AVENUE NW
SUITE 200

WASHINGTON DC 20006

TELEPORT COMMUNICATIONS GROUP INC
TERESA MARRERO

SENIOR REGULATORY COUNSEL
TELEPORT COMMUNICATIONS GROUP INC
TWO TELEPORT DRIVE

STATEN ISLAND NY 10311

TIME WARNER COMMUNICATIONS HOLDINGS

BRIAN CONBOY

THOMAS JONES

GUNNAR HALLEY

WILLKIE FARR & GALLAGHER
THREE LAFAYETTE CENTER
1155 21ST STREET NW
WASHINGTON DC 20036



TELE-COMMUNICATIONS INC
RANDALL B LOWE

PIPER & MARBURY LLP

1200 19TH STREET NW
WASHINGTON DC 20036

WESTERN ALLIANCE

BENJAMIN H DICKENS JR

GERARD J DUFFY

BLOOSTON MORDKOFSKY JACKSON & DICKENS
2120 L STREET NW SUITE 300

WASHINGTON DC 20037

ITC

DAVID A IRWIN

TARA S BECHT

IRWIN CAMPBELL & TANNENWALD PC
1739 RHODE ISLAND AVE NW STE 200
WASHINGTON DC 20036-3101

KENT LARSEN

CATHEY HUTTON AND ASSOCIATES
2711 LBJ FREEWAY SUITE 560
DALLAS TX 75234

FREDERICK & WARINNER LLC
CLINT FREDERICK

10901 WEST 84TH TERRANCE
SUITE 101

LENEXA KANSAS 66214-1631

RURAL TELEPHONE FINANCE COOPERATIVE
JOHN J LIST

SENIOR VICE PRESIDENT

MEMBER SERVICES

2201 COOPERATIVE WAY

HERNDON VA 20171

TDS TELECOMMUNICATIONS CORPORATION
MARGOT SMILEY HUMPHREY

KOTEEN & NAFTALIN LLP

1150 CONNECTICUT AVENUE NW

SUITE 1000

WASHINGTON DC 20036

INDEPENDENT TELEPHONE
TELECOMMUNICATIONS ALLIANCE
DIANE SMITH

ALLTEL CORPORATE SERVICES INC

655 15TH STREET NW SUITE 220
WASHINGTON DC 20005-5701

ALLTEL TELEPHONE SERVICES CORPORATION
CAROLYN C HILL

655 15TH STREET N\W

SUITE 220

WASHINGTON DC 20005

ROSEVILL TELEPHONE COMPANY
GEORGE PETRUTSAS

PAUL J FELDMAN

FLETCHER HEALD & HILDRETH PLC
11TH FLOOR

1300 NORTH 17TH STREET

ROSSLYN VA 22209



MINNESOTA INDEPENDENT COALITION
RICHARD J JOHNSON

MICHAEL J BRADLEY

MOSS & BARNETT

4800 NORWEST CENTER

90 SOUTH SEVENTH STREET
MINNEAPOLIS MN 55402-4129

NTCA

DAVID COSSON

L MARIE GUILLORY

2626 PENNSYLVANIA AVE NW
WASHINGTON DC 20037

JEFFREY F BECK

JILLISA BONFMAN

BECK & ACKERMAN

FOUR EMBARCADARO CENTER
SUITE 760

SAN FRANCISCO CA 94111

COMPUSERVE INC & PRODIGY SERVICES CORP
RANDOLPH J MAY

BONDING YEE

SUTHERLAND ASBILL & BRENNAN

1275 PENNSYLVANIA AVE NW

WASHINGTON DC 20004-2404

THE INTERACTIVE SERVICES ASSOCIATION
EDWIN N LAVERGNE

J THOMAS NOLAN

GINSBURG FELDMAN AND BRESS CHTD

1250 CONNECTICUT AVE NW

WASHINGTON DC 20036

NRTA

MARGOT SMILEY HUMPHREY
KOTEEN & NAFTALIN LLP
1150 CONNECTICUT AVE NW
SUITE 1000

WASHINGTON DC 20036

OPASTCO

LISA M ZAINA
KENNETH JOHNSON

21 DUPONT CIRCLE NW
SUITE 700
WASHINGTON DC 20036

ALIANT COMMUNICATIONS CO
ROBERT A MAZER

ALBERT SHULDINER

VINSON & ELKINS

1455 PENNSYLVANIA AVE NW
WASHINGTON DC 20004-1008

ILLUMINET

STEPHEN G KRASKIN

SYLVIA LESSE

THOMAS J MOORMAN
KRASKIN & LESSE

2120 L STREET NW SUITE 530
WASHINGTON DC 20037

MICROSOFT CORPORATION

JACK KRUMHOLTZ

LAW AND CORPORATE AFFAIRS DEPARTMENT
MICROSOFT CORPORATION

SUITE 600

5335 WISCONSIN AVE NW

WASHINGTON DC 20015



MICROSOFT CORPORATION

STANLEY M GORINSON

WILLIAM H DAVENPORT

PRESTON GATES ELLIS & ROUVELAS MEEDS
1735 NEW YORK AVE NW

WASHINGTON DC 20006

BANKERS CLEARING HOUSE MASTERCARD INTL
INC & VISA USA INC

HENRY D LEVINE

LAURA F H MCDONALD

LEVINE BLASZAK BLOCK & BOOTHBY

1300 CONNECTICUT AVE NW

SUITE 500

WASHINGTON DC 20036

LCI INTERNATIONAL CORP NC
GREGORY M CASEY

DOUGLAS W KINKOPH

8180 GREENSBORO DRIVE
SUITE 800

MCLEAN VA 22102

THE RURAL TELEPHONE COALITION
MARGOT SMILEY HUMPHREY
KOTEEN & NAFTALIN LLP

1150 CONNECTICUT AVENUE NW
SUITE 1000

WASHINGTON DC 20036

THE RURAL TELEPHONE COALITION
LISAM ZAINA

KENNETH JOHNSON

21 DUPONT CIRCLE NW

SUITE 700

WASHINGTON DC 20036

COMMERCIAL INTERNET EXCHANGE ASSOCIATION
ROBERT D COLLET

BARBARA A DOOLEY

RONALD L PLESSER

MARK J OCONNOR

JAMES J HALPERT

PIPER & MARBURY LLP

1200 NINETEENTH ST NW STE 700

WASHINGTON DC 20036

BETTY D. MONTGOMERY
ATTORNEY GENERAL OF OHIO
PUBLIC UTILITIES SECTION
180 EAST BROAD STREET
COLUMBUS OH 43215-3793

TERRY MICHAEL BANKS
COUNSEL

ICG TELECOM GROUP
1303 SAWBRIDGE WAY
RESTON VA 22094

THE RURAL TELEPHONE COALITION
DAVID COSSON

L MARIE GUILLORY

2626 PENNSYLVANIA AVENUE NW
WASHINGTON DC 20037

ROSEVILLE TELEPHONE COMPANY
FLETCHER HEALD & HILDRETH PLC
GEORGE PETRUTSAS

PAUL J FELDMAN

11TH FLOOR 1300 NORTH 17TH STREET
ROSSLYN VA 22209



TENNESSEE REGULATORY AUTHORITY STAFF
CHRISTOPHER KLEIN CHIEF

UTILITY RATE DIVISION

460 JAMES ROBERTSON PARKWAY
NASHVILLE TN 37243-0505

LESLA LEHTONEN

ATTORNEY FOR

CALIFORNIA CABLE TELEVISION ASSOCIATION
4341 PIEDMONT AVENUE

OAKLAND CA 94611

CYNTHIA B MILLER

SENIOR ATTORNEY

FORIDA PUBLIC SERVICE COMMISSION
2540 SHUMARD OAK BOULEVARD
TALLAHASSEE FL 32399-0850

DAVID ] NEWBURGER\

NEWBURGER & VOSSMEYER

COUNSEL FOR

AMERICAN ASSOCIATION FOR ADULT AND
CONTINUING EDUCATION

ONE METROPOLITAN SQUARE SUITE 2400

ST LOUIS MISSOURI 63102

RICHARD J HEITMANN
WORLDCOM INC

515 EAST AMITE
JACKSON MS 39201-2702

DAVID S ] BROWN

E MOLLY LEAHY

NEWSPAPER ASSOCIATION OF AMERICA
529 14TH STREET NW

SUITE 440

WASHINGTON DC 20045

NYSERNET INC

JAMES BRENNAN

ASSOCIATE DIRECTOR OF GOV SERVICES
RENSSELAER TECHNOLOGY PARK

TROY NY 12180-7698

SONETECH INC

W FRED SEIGNEUR
PRESIDENT

109 KALE AVENUE
STERLING VA 20164

CATHERINE R SLOAN

DAVID PORTER

RICHARD L FRUCHTERMAN 11
RICHARD S WHITT

WORLDCOM INC

1120 CONNECTICUT AVENUE NW
WASHINGTON DC 20036-3902

ALEX J HARRIS
WORLDCOM INC

33 WHITEHALL STREET
15TH FLOOR

NEW YORK NY 10004



PETER A ROHRBACH
DAVID L SIERADZKI

F WILLIAM LEBEAU
HOGAN & HARTSON LLP
WORLDCOM INC

555 13TH STREET NW
WASHINGTON DC 20004-1109

COMMUNICATIONS WORKERS OF AMERICA
MORTON BAHR

PRESIDENT

501 3RD STREET NW

WASHINGTON DC 20001

INDUSTRY ANALYSIS DIVISION
COMMON CARRIER BUREAU
ROOM 534

1919 M STREET NW
WASHINGTON DC 20554

JOHN C SMITH

GENERAL COUNSEL
AERONAUTICAL RADIO INC
2551 RIVA ROAD
ANNAPOLIS MD 21401

M ROBERT SUTHERLAND

COUNSEL FOR

BELLSOUTH TELECOMMUNICATIONS INC
SUITE 1700

1155 PEACHTREE ST NE

ATLANTA GEORGIA 30309-3610

TEXAS OFFICE OF PUBLIC UTILITY COUNSEL
LAURIE PAPPAS

DEPUTY PUBLIC COUNSEL

1701 N CONGRESS AVENUE 9-180

P O BOX 12397

AUSTIN TX 78711-2397

KANSAS CORPORATION COMMISSION
1500 SW ARROWHEAD RD
TOPEKA KS 66604-4027

JAMES SCHLICHTING

CHIEF TARIFF DIVISION

FEDERAL COMMUNICATIONS COMMISSION
1919 M STREET NW

ROOM 518

WASHINGTON DC 20554

W THEODORE PIERSON JR

RICHARD J METZGER

DOUGLAS J MINSTER

ATTORNEYS FOR

ASSOC FOR LOCAL TELECOM SERVICES
PIERSON & TUTTLE

1200 19TH STREET NW SUITE 607
WASHINGTON DC 20036

DONNA N LAMPERT
CHRISTOPHER J HARVIE
JAMES J VALENTINO
MINTZ LEVIN COHN FERRIS
GLOVSKY AND POPEO PC

CALIFORNIA CABLE TELEVISION ASSOCIATION

701 PENNSYLVANIA AVENUE NW
SUITE 900

WASHINGTON DC 20004



WALTER G BOLTER PhD

BETHESDA RESEARCH INSTITUTE LTD ALLAN J ARLOW
P O BOX 4044 PRESIDENT AND CHIEF
ST AUGUSTINE FLORIDA 32085 EXECUTIVE OFFICER

COMPUTER & COMMUNICATIONS INDUSTRY

CHARLES A ZIELINSKI
ROGERS & WELLS
ATTORNEYS FOR

COMPUTER & COMMUNICATIONS

ASSOCIATION
607 14TH STREET NW
WASHINGTON DC 20005

JAMES E KEITH
PRESIDENT

AMBOX INCORPORATED
6040 TELEPHONE RD
HOUSTON TEXAS 77087

CHARLES W TRIPPE
CHAIRMAN AND CEO
AMPRO CORPORATION
525 JOHN RODES BLVD
MELBOURNE FL 32934

PAUL PANDIAN
PRESIDENT

AXES TECHNOLOGIES INC
3333 EARHART
CARROLLTON TX 32230

INDUSTRY

ASSOCIATION
666 11TH STREET NW
WASHINGTON DC 20001

HENRY MRIVERA

GINSBURG FELDMAN AND BRESS

CHARTERED

ATTORNEY FOR THE COUNCIL OF CHIEF
STATE SCHOOL OFFICERS AND THE
NATIONAL ASSOC OF SECONDARY

SCHOOL PRINCIPALS

1250 CONNECTICUT AVENUE NW

WASHINGTON DC 20036

BARRY GORSUN
PRESIDENT

SUMMA FOUR INC

25 SUN DIAL AVENUE
MANCHESTER NH 03103

JOSEPH A LAHOUD
PRESIDENT

LC TECHNOLOGIES INC
9455 SILVER KING CT
FAIRFAX VA 22031

FRED VAN VEEN
VICE PRESIDENT
TERADYNE INC

321 HARRISON AVE
BOSTON MA 02118



